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. QualityEffectsin ConsumerBehaviour
F. DESMONDMCCARTHY*
A theory of consumerbehaviouris proposedwhichdiffersfrom thecon-
ventionalapproach. Flexible pricesare introducedfor goodsas a measureof
quality. Empiricalresultsarepresentedwhichprovideinsightinto theeffectof
income,householdsize, and price level on the demandfor quality. .Some
proposalsareofferedontheuseof qualityeffectsin policyformulation.
I. INTRODUCTION
Theproblemofqualityeffectsonconsumerbehaviourisconsideredinamodel
for demandwhichis somewhatdifferentfromtraditionalpproaches.Someempiri-
cal resultson food consumptionpatternsindicatethatas incomerisesin most
instancespeoplespendaportionof theincreaseonlargerquantitiesbutmuchof the
increasegoeson higher-pricedvarieties.Theimplicationsof thesephenomenaare
discussedforprogrammesaimedatimprovementi nutritionalstatus.
II. CONSUMERBEHAVIOUR
Theconventionaltheoryof consumerbehaviouris oftenbasedonassuming
(orderivingfroma setofassumptions)thatindividualconsumershaveautilityfunc-
tionU (x),Vi > 0 withappropriatesecond-orderconditionsothatonemaysolve
theproblem
Max V (x)
x~ 0
s.t. p'x .;;;;Y
(1)
wherex is thebundleof goodsatpricesp andY is income.Oneof thedifficulties
withthistypeof formulationis thatit is extremelydifficultto incorporatemany
*The author is associatedwith the InternationalInstituteof AppliedSystemsAnalysis,
Laxenburg,Austria,A -2361. He is indebtedto the followingfor theirhelpandcritiCism:Lance
Taylor, Phil Abbott, Yves Balcer,Jim Levison,Lowell Lynch, andAndyzej Wierzbicki. The
work wassupportedin partby theInternationalNutritionPlanningProgram,M. I. T.
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empiricallyobservedphenomena.Amongthesearethetheoryof conspicuous
consumptionasexpoundedby ThorsteinVeblen,orby John Raeatanevenearlier
date.l
Veblenitepropheciesof thetriumphof technocracymaynotyetbefulfilled
but thereis considerableevidencethattastesand consumerdemandareto some
degreeconditionedby suchthingsasadvertisinganda'keepingupwiththeJoneses'
syndrome.In manyunderdevelopedcountriesthedemonstrationeffectreferredto
by RagnarNurkseis self-evident.Oneoftenobservestheconsumptionf imported
varietiesof manygoodsbecauseof somelooselydefinedsnobappeal.In some
developingregionsof theworldcertainbeveragesareavailablewhenevena local
watersupplyislacking.
Thepresentworkis motivatedby a studyof food-consumptionpatternsin
Pakistan.Theempiricalworkis largelybasedonthehouseholdsurveysconducted
by theGovernmentof thatcountryfor theperiod1968-1972.In particular,these
surveysgivethe q~antityandexpenditurefor variousfoodsby differentincome
groups. Informationis alsoavailableon total expenditure,householdsize,and
urban-ruralstatus.For aparticularfood,saywheat,theratioofexpenditureto the
quantity.purchasedby an averagehouseholdin anyone incomegroupgivesan
imputedprice. However,thispricevariesby asmuchasa factorof twoor three
acrossgroupsfor manyfooditems.Thereasonforthisvariationmaybeconsidered
a generalizedqualityeffect. A naiveanalysisof thedatawouldshowpriceasan
i~creasingfunctionof thequantitydemanded,quitecontraryto whattraditional
economictheorywouldsuggest.
regionalandseasonalvariations.In urbanareasonetendstohavemorerationshops
percapitabutalsoagreatervariety:theformerwouldofferlowerpriceopportuni-
tiesfor necessitieswhilethelatterwouldadmitawiderrangeof prices.Seasonal
variationsare mostpronouncedwherestorageandtransportfacilitiesareleast
developed.Finally,therearetheproblemsofpricediscrimination,sometimesarising
fromdiscriminatingmonopolisticbehaviourbutoftenbeingrootedinsocialstatus.
Theimputedprice,p, foranyfoodgroup,i, maybeviewedasafunctionofan
intrinsicprice,Pi*, andgeneralized-qualitytraitsof that food groupqil' where
i =1,. . .n,
Pi = 1f(Pi*;qil ' qi2'. . . ,qin) (2)
A variationin theimputedprice,Pi' reflectstheneteffectsof changesin theintrin-
sicpriceandin thequalitymeasures.As economiesdevelop,it isobservedthatthe
non-primarycomponentof consumptionexpenditures,particularlyfor food,tends
to increase.This meansthatthe partlargelyreceivedby agriculturetendsto
decrease Kuznets[11] has recordedthe phenomenonwith somedetailfor
Sweden.2
In thisstudy,asomewhatsimplifiedviewistaken,namelythatrelativepriceis
ameasureof thequalityof afood.
Pi = pt qi (3)
III. PRICEVARIATIONS
wherePi is theimputedprice,Pi* is pricepaidbythelowestincomegroupandqi
istheassociatedquality.
To modelsomeof thesephenomena,onewouldliketoincludequalityeffects
in theutilityfunction.Houthakker[8] drewattentionto thepossiblebiascaused
by usingonly onerepresentativepricefor eachcommodity.By extendingthe
classicalproblemtoincludequalityeffectsheproposedthemaximumproblem
Therearemanyfactorswhichaccountfor pricevariations.It is convenient
to considertwopointsof view.Thefirstisto accountfor thesedifferentpricesof
the"same"intrinsicfood,and,secondly,to developanhypothesisfor somehouse-
holds'willmgnessto pay thesehigherprices. Thereare,typically,aggregation
problems.ThusFoodGroup1 includeswheatandwheatflour. Onewouldexpect
theconsumptionof higherincomegroupsto bebiasedtowardsahigherproportion
of flourandconsequentlya higherprice. Secondly,thereis amulti-dimensional
generalizedqualityof thecommodity.For examplemanyvaxietiesof riceor meat
cutsareconsumed,and,again,onewouldexpectheconsumptionofhigher-priced
varietiesto risewithincome.Thethirdis theratioof homepurchasestocashpur-
chases.This,in turn,reflectstheadditionalcostsof packagingandserviceranging
fromthe individualattentionof smallshopsto thelessconvenientbut cheaper
serviceat outletswhichspecializein bulk sales.'The fourthis thequestionof
U(Xl"'" xn,vl"'" vn)max
if n
L x. (a. + b.v.) =Mi=1 1 1 1 1
(4)
wherehecalledconstantsai andbi thequantitypriceandqualitypricerespectively.
Withinthisframework,hededucedmanyratherinterestingpropertieswhichresult
whenbothqualityandquantityeffectsareconsidered.Thenon-convexityof the
ISee Veblen [20], Rae [18] or Liebenstein's[12] discussionof a numberof thesephe-
nomena.
2Kuznets[11] analyzedthePTD component(processing,transportationanddistribution)
for food expendituresin Swedenandthe UnitedStates.For Sweden,PTD asa fractionof food
expenditure\yent from .36 (1891-1900)to .47 (1921-1930)while for the United Statesit
wentfrom .32(1909)to .56(1949-1957).
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constraintdoesimposesomedifficultieswhichdoesnot appearto havebeen
consideredin his analysis.Therehavebeensomeattemptsat estimatingquality
effects:see,for instance,Griliches[7], foringeneralithasprovedratherdifficult.
Interpersonaleffectswouldsuggestincludingpurchasesof othersin eachper-
son'sutilityfunction.Thustheprice(orrelativeprice)onepaysmightof itselfhave
someutility.3Theinclusionofapricein theutilityfunctionleadstosometechnical
problems.4Kalmanintroduceda pricein his utility functionformulationand
establishedsometheoriesto extendthetraditionaltheory.In amorerecentpaper,
ChichilniskyandKalman[2] studythe"local"propertiesof equilibria- without
theconvexityassumptions- for"lessneoclassical"agents.
In thesecondstage(notnecessarilytime-phased),aconsumerallocatesexpend-
iturebetweengoodssoasto maximizehisoverallutility:
Max U (fl (xl' Jl ),f2 (x2' 2-),.., fn (xn'~»
pt pi Pri
xi> 0 (5)
Pi ;;:.p;
1:xiPi = Y
N. THE MODEL Theconstraintisnotconvexbutonecanobtainasolutionif thefi aresuffi-
cientlyconvex.Onemayformalizethisconceptof sufficientconvexitybydefininga
LagrangianL whereThe approachproposedhereseeksto resolvesomeof thesedifficultiesby
consideringconsumerbehaviourto beessentiallyatwo-steprocess.Foreachgood
thereis a baseprice,Pi*.5 Theconsumercanactuallypaya pri~e,Pi' whichin
generalwillbedifferentfromPi*' Thisdifferencereflectsthevariousquality,PTD
(processing,TransportationandDistribution),or snobvaluesmentionedearlier.
For convenience,hereit is termedthe non-primarycontentratio or quality
p.
q= ~.
p/
Thusforeachgoodi (i =I, . . .n),consumer'sexpenditureisallocatedtoyield
maximumsatisfactionorutilitybyanappropriatequantity-qualitymix.
L =U + A (Y - 1:xi Pi' )
where
Pi =..!lp.*1
Letz =(x,p) ,
andg(z)= Y - 1:xiPi
Sufficientconditionsofoptimalityaregivenby
30ne might also considerthe Pigou effect or, indeed,anyone of the consumption
functionswhererealwealthentersasan argument,it beingindicativeof priceparametersin the
utility function. SeeAndo and Modigliani[1) andPigou [16]. GaborandGranger[6) also
analyzepriceasan indicatorof quality.
4Considertheproblem:
- - ,- - - -
<z, (Lzz (A, z) - pgz(z)> <gz(z» z > <0 Vz =1=0
where
,
p x
x
p
';;:;;y
;;:.°*
;;:.p {
Lxx
Lxp
Lpx
}Lpp
=Lzz
Max U (x, p,Y)
One losesconvexityso thatwithout imposingfurtherunrealisticassumptionsonecannot
obtaina solution.
sThe basepriceactuallychosenin this modelis p.* wherep.* is thepricepaidby the
lowestincomegroup. Withoutlossof Generality,onecouldalsochoolesomeotherbasisfor p(.
The consumeris,however,awareof thegeneralpricelevelfor eachgood.
p>o
and> <denotesouterproduct.
.' .-"~~..
Thisis essentiallya techniquefor augmentingtheLagrangianto ensurealocalopti-
mum. For somechoiceof functionalforms,onecanalsohaveaglobalsolution.
FurtherdetailsaregivenbyWierzbicki[22].
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rl ( Pi ) - (1 ) ai 1 p. ) (3i . - 11 xi' - - J.1i ogx. og (-.!- ,1 - ,..., n
~* 1 p~
whereai + (3i~ O.
(6)
Equation11canbesolvedfor ki in termsof Y if giand ogi arecontinuousoz.
andtheJacobian,J isnon-zero,intheneighbourhoodfk, Y, X. J
Oneindicativesolutionmaybeobtainedby consideringtheclass
Onemaythenviewthesub-problemsasconcaveprogrammingproblemsin
logxi - log ~ space.
Pi*
So, for eachgoodoneobtains6
{
I
gi
J = n+I
gi
1
g2 g~+ I
}
n+I
gn+I
=0.. (12)
X. =r (k., P.*)1 1 1
wheregi.is oiJ -'oz.J
i = l,...,n (7) Hence,oneobtainsasolutionof theform
Pi =s (ki' pt) ki= hi (Y) i =1.,...,n .. (13)
whereki = Pi Xiandit isassumedthatU isconcaveinfi ( ). Combiningequations7.and13,oneobtains
If onedefmesaLagrangian, Xi = di (Y, pt) .. (14)
i = l,...,n
L = U + A (Y - kki) (8)
ThefIrst-orderconditionforaconstrainedmaximumis
qi =wi (Y, pt)
(9)
where.q.= ~ .
1 Pi*
consumerconsumesaquantity,xi' ofgoodi withcorrespondingquality,qi'whenhe
hasincomeY andis facedby ageneralpricelevel,Pi*' forthatgood.Thedevelop-
mentof thismodelisof coursepremisedonanumberof assumptions.Theassump-
tion of a non-zeroJacobianimplieslinearindependenceamongthe colunms.
Economica~y,thisis likelyto besatisfIedif thechoiceof goods,xi' andthecorre-
spondingfl correspondto distinctcategories.Thusthemethodologywouldbeleast
applicableto goodswhichareclosesubstitutes.In particular,theassumptionofan
"average"utilityfunctionis opento question.A practicalsolutionrequiresome
balancebetweena theory,basedon highlystylizedassumptions,andreality.The
choiceof anappropriatefunctionalformfor d, ( ) hasbeendiscussedatlengthin
theliteratureHouthakker[9], PraisandHouthakker[17],andPhlips[15]andis
typicallylimitedtothelinear,semi-logarithmicanddouble-logarithmicfunctions.
Theseequationsmaybeinterpretedasfollows.A typical
oL = 0
8"iZ
1
i = 1,..., n
Thesecond-orderconditionisthatd2LbenegativedefInitesubjecttotheconstraint
kdki = 0 .. (10)
Thesystem(9)canbesolvedfor ki if theconditionsoftheimplicitfunction
theoremaresatisfied.From9oneobtainsn+ 1equations
i (zi ' . . . , zn+2)= 0 i = 1,..., n+1 . . (11)
wherethen+2argumentsare(k;Y, A).
6por instance,sufficientsecond-ordercondiUonsare0 ~ OJ~ 1,0 ~ (31
~ 1,J.1,~ 0I .
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Theactualequationsestimatedfor x. andq. areadaptedto try andreflect1 1
someof theindividualdifferencesbetweenconsumers.7Themodelisgivenby
logxi =(\'Oi +(\'1i logE +(\'2i10gH+ (\'3iD + (\'4iJ + (\'Silogpt +Ei
i = 1,." ,on , . (15)
log qi = ~Oi+ ~lilogE + ~2i10gH+ ~3iD + ~4iJ + ~Silog Pi* + Ei
wherexi isquantityofgoodi consumed,E ispercapitaexpenditure,Hishousehold
size,Pi* is pricepaidfor goodi bythelowestincomegroup,D isadummyvariable
for urban(1)orrural(0)status,J givesjobstatus,(1forself-employed,otherwise0)
andqiisthequalityofgoodi.
V, DISCUSSION OF EMPIRICAL RESULTS
The modelgivenin equation15 wasfirstestimatedfor all incomegroups
aggregated,A slightlymodified8versionwasusedforlow,mediumandhighincome
groupsandfinallyforurbanandruralpopulationsseparately,Theseparateincome
groupregressionssufferfroma lackof sufficientobservations;sothestandarderrors
in manyinstancesareperhapsonthehighside,In interpretingtheresultsonemust
alsobemindfulof thefactthatPakistanisadevelopingcountrysothatthemarkets
anddegreeof participation,particularlyin ruralareas,arefarfromperfect,9
Thefoodgroupings,Fi' i = 1,.", 11arechosenbecausethesearethe
foodswhichdominatethePakistandietfor protein-calorientake.Onemustmake
theusualcompromiseb tweentoomuchdetailandoverpoweringvolumesofdataon
theonehandandhighlyaggregatedbutlessinformativegroupingontheother,The
groupingchosenfollowsfairlycloselythatusedbytheGovernmentof Pakistanin
carryingoutitshouseholdsurvey,
Onecanobtainanoverallviewof thesituationfromTables1and2, Hereone
noticesthattheexpenditureelasticitiesfor mostfoodsarepositive,whichis not
reallytoo surprising.However,on examiningTable2 one findsa lessobvious
outcome;thatasexpenditureises,in manyinstancesconsumersarewillingtopay
moreforthesamequantity.Whathissaysisthatasincomeand,hence,expenditure
rise,householdstendtobuyhigher-pricedvarieties,Theimplicationofthisphenom-
enonisthatif oneis interestedin improvingnutritionalintakeasmeasuredbyfood
7See Taylor and Weiserbs[19] for a discussionof theoreticallyplausibledynamic
demandfunctions,
8The modificationfor separateincomegroupSwasto omit the J variableto try andin-
creasethe statisticalstabilityof theestimateswherethedearthof datacreatedsomedifficulty
whilefor theurbanandruralregressionsthedummyvariableD was,of course,omitted.
9For a discussionof theseandotherimperfectionseeEckaus[4].
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TableI -: Continued
-.j::.
N
FoodGroups
Constant
Variables wheat rice pulses milk butter ghee v.ghee mutton beef vegetable sugar
FI F2 F3 F4 F5 F6 F7 F8 F9 FIO FII
J
(Jobstatus) .01 .14 .17 .25 -1.1 -.4 .08 .29 .31 .04 .1O
(.07) (.20) (.08) (.13) (.9) (.16) (.66) (.37) (.18) (.07) (.09)
p1
(Base '"
price) .29 - .24 - .22 - .67 -.3 - .85 - 1.6 - .07 -.44 .3 -.13
""'
;::
(.23) (.10) (.II) (.27) (.1) (.37) (2.0) (.58) (.21) (.15) (.02)
<:>
;:
"-
Source: [14]
Note: Standarderrorsaregiven in parentheses.
...
Table2
Determinantsof Consumptionf VariousFoodGroupsbyAll IncomeGroupsQuality
FoodGroups
Constant
Variables wheat rice pulses milk butter ghee v.ghee mutton beef vegetable sugar
FI F2 F3 F4 F5 F6 F7 F8 F9 FIO Fll
C K:)'"
(Constant) - .64 .12 .007 -.1 3.0 2.3 3.0 .84 .05 - .71 .05
.
(.24) (.46) (.48) (.43) (1.5) (.25) (2.6) (.42) (.37) (.40) (.31)
t"1
:;;'"
Q
EL
""'
s.
(Expend- 9
;:
iture) .](' .25 -.04 .22 .99 .25 .89 .11 .04 .19 .32 ;e::
(.06) (.16) (.15) (.13) (.69) (.11) (.8) (.14) (.14) (.13) (.11) '"...
t)::,'"
HL ;,.-'"'"
(House-
c''"...
holdsize) .004 .12 - .02 .01 - .05 - .057 - .99 .11 .16 .14 .28
(.04) (.10) (1.0) (.08) (.31) (.06) (.5) (.08) (.09) (.08) (.07)
D
(Urban-
ruralstatus) .02 .15 .02 .33 .31 .04 -.13 .11 .06 .29 .21
(.02) (.05) (.06) (.04) (.11) (.02) (.3) (.05) (.04) (.06) (.04)
Continued- .j::.w
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quantities,thenoneshouldbeawareof significant"leakage"betweentheincreasein
incomeandtheincreaseinnutrientintake.
Theresultsarenowdiscussedin moredetail,firstfor quantityandthenfor
qualityoffood.
QuantityRegressions
1. ExpenditureEffect(EL)
As mightbeexpected,expenditure(andhenceincome)is asignificantdeter-
minantof thequantityof foodenteringtheconsumer'sbundle.Fortenof thefood
groupstheexpenditureelasticity,TIe'is positive.Theexception,thatfor vegetable
ghee(F7), is negativebutnotstatisticallysignificantatthe95-percentlevel.This
maybeattributedin partto severeshortagesof thatfood. In recentyears,it has
beensubjectostrictrationing.
To appreciatesomeof thevariationacrossincomegroups,theexpenditure
elasticitiesfor twofoods,wheat,FI (astaple),andghee,F6 (aluxury),aregivenin
Table3.
Table3
ExpenditureElasticityofDemandbyIncomeGroup
IncomeGroup
Food
Wheat
.;
1A
Q)
..c::
~
Q)
....'"0..
.5
s::
Q)
;>
'OJ,
Q)
....'"
'"
....
0
........
Q)
'0
~
''0-s::
'<t'",-....~'"
.;<>"'":::s'-
~~
Ghee
2. HouseholdSize(HL)
Theeffectof householdsizeonthequantityconsumedagainfollowsa fairly
distinctpattern(TableI). Thegeneraltendencyis for largerhouseholdstohavea
consumptionpatternthatishigherinluxury-goodscontent.
3. Urban-RuralStatus(D)
Themostsignificantdifferencesbetweenurbanandruralhouseholdconsump-
tionsoccurforbutter,F5,ghee,F6,andvegetableghee,F7;whilethefirsttwofoods
areconsumedmorebyruralpopulationthanbyurbanpopulation,thereverseistrue
for vegetableghee.Thedifferencesmayinpartbeattributedtomarketingproblems
andtransportationcosts,asbutterandghee,obtainedfromlivestockraisedonfarms,
are morereadilyavailablein ruralareaswhilevegetableghee,a manufactured
product,ismorereadilyavailableinurbanareas.
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Low Middle High All Groups
2.79 .37 - .65 .08
3.7 3.2 3.4 1.3
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4. Job Status(1)
Theresultsforjob statusarenotparticularlyilluminating.Theself-employed
arelargelyfarmers,particularlyamonglow incomegroups. The resultsdo not
contributemuchmorethanwhatmightbeexpectedforfarmers.Theself-employed
consumemorepulses,milkandbeefthanotherproducts.
5. Price(Pi*)
The price elasticitiesof the demandfor quality, /l , displayan intuitivelyp
reassuringpattern. This is helpedto someextentby themannerin whichqualityis
defined. In ten instances,theseare negativeand statisticallysignificant.The ex-
ception, once more is vegetableghee due to the limited-varietyavailability.
The priceelasticitiesfor qualitydo not showa uniformpatternfor all foodsacross
incomegroupsbut for a numberof themonemayobservethatas incomerisesthe
/l becomesfirst morenegativeand then lessso. This would indicatethatasthep
generalpricefor thesefood groupsrisesthemiddlecUzsstendstochangemorethan
other income groups towards varieties at lower prices than it customarily
consumes(Table4).
5. Price(p/)
Ninepriceelasticities,'I1p'werenegative(Table1)andstatisticallysignificant
for luxuries,F5 andF6,andalsofor milk,F4, andbeef,F9. In general,it isnoted
thatthequantity of thesegoodspurchasedby thehigherincomegroupsis not
affectednegativelybyprice.
QualityRegressions Table4
1. ExpenditureEffect(EL)
Oncemoretheaggregatepictureis conveyedby Table2. Theexpenditure
elasticityofdemandforquality,J1.e,iseithernegligibleorpositive.Thevalueof/leis
positivefor theluxuriesF5 andF6 andalsofor thesugargroup,FII. Thisimplies
thatasconsumer'sincomerisesthereis astrongtendencynotonlytobuymorebut
alsotobuyhigher-pricedvarieties.
'PriceElasticityforDemandfor QualityIn Various
FoodsAcrossIncomeGroups
Food
IncomeGroup
Beef(F9)
2. HouseholdEffect(HL)
Theeffectof householdsizeisrathermixed.Formostfoodgroupsthehouse-
hold-sizecoefficientis positive,theexceptionsbeingF3, F5 andF6 andvegetable
ghee,F7. Thelastis probablydueto thestrongroleplayedby thegovernmentin
maintaininga uniformprice. Thusoneis led to believethatashouseholdsize
increasesmemberstendto altertheirconsumptiontowardhigher-pricedvarieties
of somefoods.
Rice(F2)
3. Urban-RuralStatus(D)
Theresultsindicatewhatonemightexpectintuitively:positivecoefficientsfor
tenof the elevenfood groups.Onemightattributethisto themorenumerous
varietiesavailablein urbanareas.Also,oneexpectsabroaderspectrumof P.T.D.
or non-primarycomponentsinurbanareas.However,advertisingmediasuchastele-
vision,whichis particularlypopularin Pakistanamongtheurbanpopulacewealthy
enoughtoaffordit,andradio,exertheirgreatesteffortsinurbanareas.
CONCLUSIONSANDPOSSIBLESTRATEGIES
Theprimaryconclusionof thisanalysisof thedemandforfoodisthatquality
matters.Failuretoconsiderthepolicyeffectswilltendtogivelowervaluesforprice
elasticitiesasqualitychangestendtoabsorbpartof theresponsetoprices.Notonly
shouldoneanalyzethe'quantityof variousfoodswhichentera consumer'sbundle
but alsothequalitycombinationchosen.Thegeneralpatternthatemergesi as
follows:
4. Job Status(1)
Againtheresultsarenottooclearforthisvariable.Theself-employed,again
reflectingtheirbucoliccontentshowpreferenceforthedairyproductsF5 andF6.
(i) As incomeincreases,peopleconsumemorebutmuchof theincreasegoes
to buyinghigher-pricedvarieties.
(ii) As householdsize increasesconsumptionof higher-pricedvarieties
Low Middle High All Groups
- .56 - 1.05 -.72 - .57
(.42) (.14) (.46) (.13)
- .68 - 1.3 -.9 - .68
(.18) (.1) (.8) (.18)
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(iii) Urbandwellersaremorepronetopurchasehigher-pricedvarieties.
(iv) As pricelevelsrise,thequantityconsumedfalls,butanevenstronger
effectisthedegreetowhichpeopleswitchtolower-pricedvarieties.
The issuethen arisesof whatpolicyimplicationsaresuggested.At one
extreme(veryextreme),a nutritionallyawarebenevolentdictatorlookingatthese
resultscouldconcludethata significantimprovementin nutritionalstatusmaybe
achievedby usingthe country'sresourcesfor providingonly the lower-priced
varieties. In manycentrally-plannedeconomies,l° the governmentlimits the
availablerangeof qualitiesof variousfoodsto ensurethatthebroadmassof the
populationis fustadequatelynourishedbeforecateringto thosetasteswhichmay
involveamis-allocationof resources.
Wherefundsarenot readilyavailableto supplementincomesor to improve
food intake(to avoidleakageffectasindicatedby positivequality-expenditure
elasticities),agovernmentshouldconsiderprogrammestomodifytastes.In mostof
themixedeconomiesthiscouldbestbedoneby taxincentivesrelatedto nutrient
content.Thiscouldbedoneby anadvaloremprogressivetaxwhichiszeroforthe
low-costvarieties.Theratewouldvaryaccordingtothequalityelasticity.
An alternativeisto applysomeformof pricecontrolsto thelowerqualities.
Thishastheadvantagethatmuchof thecostof suchaprogrammemaybedefrayed
by permittingpriceincreaseforhigherqualities,providedthespreadisnottoogreat.
Someestimatesof thecostsof suchprogrammesforfoodstuffsinPakistanaregiven
byMcCarthy[13].
Modifyingof tastesdoesseemto offersomeopportunitytopolicymakersfor
improvingnutritionalstatusin countrieswithlimitedresources.Theproblemis,of
course,anextremelydifficultone. Somestrongcentrally-controlledgovernments
havehad somesuccessbut in a mixedeconomya realisticprogrammeshould
probablyrelymoreheavilyona suitably-designedtaxincentivesin tryingtochange
deeply-imbeddedtraditions.Theapproachadvocatedheremightbefruitfulin that
oneis not tryingto introduceradicaltastechangesfromonefoodto anotherbut
ratherchanges"withinfoods"fromonevarietytoanother. '
10Foran interestingreportof how someof theseissueswereaddressedby onecentrally-
plannedeconomy,seeWray[21].
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